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1. Current Research to Support the Establishnment of the
| npatient Rehabilitation Prospective Paynent System - Update
of the RAND Anal ysi s

A.  Overview of the Updated Wirk for the Proposed Rul e

In July 1999, we contracted with the RAND Corporation
(RAND) to update their previous research discussed in
section | of this proposed rule. The update included an
anal ysis of FIMdata, the FRGs, and the nodel rehabilitation
prospective paynent systemusing nore recent data froma
greater nunber of IRFs. The purpose of updating the
previ ous research is to devel op the underlying data
necessary to assist us in designing, devel oping,

i npl enenting, nonitoring, and refining the proposed Medicare
| RF prospective paynent system based on case-m X groups. In
addi ti on, RAND expanded the scope of their previous research
to include the exam nation of several paynent el enents, such
as conorbidities and facility-level adjustnments, as well as
focus on inplementation issues, including evaluation and
monitoring. The update is restricted to Medicare patient
data and the paynent systemis designed for paynment of

Medi care inpatient operating and capital costs only.

Specifically, for this proposed rule, RAND perforned
the foll ow ng tasks:

I Constructed an updated data file, using the nost
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recent data available from UDSmr, COS, HCFA, and other data
sour ces.

I Determned the extent to which the UDSnr and COS
data are representative of the Medicare popul ation.

I ldentified factors or variables that may be used to
hel p us design and inplenent the paynent system

I Devel oped data on the elenments of the paynent
systemregarding the patient classification system relative
wei ghts and paynent rates for each case-m x group, facility-
| evel adjustnents, and patient-|evel adjustnents.

I Devel oped data to exam ne the joint perfornmance of
all of the paynent systemelenments by sinmulating facility
paynments for our analysis of the inpact of inplenmenting the
paynment system

I Devel oped data to assist in identifying specific
i ssues in connection with inplenenting the paynent system

I Presented options regarding the design and
devel opnent of a systemto nonitor the effects of the
paynment system and other changes in the health care narket
on I RFs and on other post-acute care providers, including
home health agencies and skilled nursing facilities, by
measuring factors such as access, utilization, quality, and

cost of care.
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B. Construction of Data File for Analysis

Usi ng the nmethodology in its previous research, RAND
constructed a data file that was used to devel op the
proposed CMG patient classification systemand the resulting
paynment wei ghts, rates, and paynent adjustnents using nore
recent data. The analysis of this data file forns the basis
of our discussion on the patient classification nmethodol ogy
and the structure of the paynent system proposed in this
rule. W expect that further analysis of the data file and
review of the comments that we receive in response to this
proposed rule may result in refinenents to sone patient CMGs
and correspondi ng wei ghts and rat es.

C. Description of Sources of the Data File

The essential sources of the data file are Medicare
programinformati on and patient case-m x data. The Medicare
program i nformation includes patient discharge files
(patient denographic, clinical, and financial information)
and facility-level files (facility characteristics and
financial information). Patient case-m x data is collected
by I RFs using a patient assessnent instrunent. W are
proposing to require the use of the MDS-PAC pati ent
assessnment instrunment that includes patient case-m x data
simlar to the data collected on the UDSnr and COS, as

described in section Il of this preanble. However, the
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availability of MDS-PAC data records is limted to the
sanpl e of providers that participated in the pilot and field
tests during its devel opnent. Therefore, to initially
establish the | RF prospective paynent system we will be
using a larger nunber of data records (as conpared to the
1994 data used in RAND s previous study) from UDSmr and COS
to represent nore adequately the total nunber of |RFs.

1. Medicare Program Data

For this proposed rule, RAND used cal endar year 1996
and 1997 Medi care Provider Analysis and Revi ew ( MEDPAR)
files. The MEDPAR file contains the records for al
Medi care hospital inpatient discharges (including discharges
for rehabilitation facilities). The data in the MEDPAR file
i ncl ude patient denographics (age, gender, race, residence
zip code), clinical characteristics (diagnoses and
procedures), and hospitalization characteristics (adm ssion
date, discharge date, days in intensive-care wards, charges
by departnent, and paynent information).

The Medicare cost report data is contained in the
Heal th Care Provider Cost Report Information System (HCRIS).
The cost report files contain information on facility
characteristics, utilization data, and cost and charge data
by cost center. For this proposed rule, RAND used the HCRI S

file containing the nost current avail able cost data for
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cost reporting periods beginning during FYs 1996 and 1997.
Suppl enmentary information to this file includes-- (1) the
wage data for the area in which an IRF is |located, (2) data
on the nunber of residents assigned to rehabilitation units
and the distribution of resident tinme across inpatient and
outpatient settings, (3) data on the nunber of Medicare
cases at each IRF that represent Supplenental Security
I ncone (SSI) beneficiaries, and (4) infornmation about
paynments under the current reasonable cost paynent system

The Online Survey, Certification and Reporting System
(CSCAR) file retains a list of all IRFs that are currently
Medi care certified. For this proposed rule, RAND used the
OSCAR file to identify instances in which we may be m ssing
facility-1evel data.
2. Patient Case-Mx Data

We entered into agreenments with the University at
Buf fal o Foundati on Activities, Inc. and Caredata.com Inc.
to retrieve UDSmr and COS data, respectively, for RAND s
updat ed research. For this proposed rule, RAND used both
UDSmr and COS data that describe rehabilitation stays in
participating hospitals for cal endar years 1996 and 1997.
The data include denographic descriptions of the patient
(birth date, gender, zip code, ethnicity, marital status,

living setting), clinical descriptions of the patient
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(condition requiring rehabilitation, |CD 9-CM di agnoses,
functi onal independence neasures at adm ssion and di scharge)
and the hospitalization data (encrypted hospital identifier,
adm ssi on date, discharge date, charges, paynent source, and
an indicator of whether this is the first rehabilitation
hospitalization for this condition, a readm ssion, or a
short stay for evaluation).

D. Description of the Methodol ogy Used to Construct the

Data File

Under a separate contract, we contracted with RAND in
Septenber 1998 to construct a data file that |inked the 1996
and 1997 UDSnr and COS patient records with patient records
on the respective MEDPAR files that describe the sane
di scharge. Under this contract, RAND determ ned the
Medi care provider nunber(s) that correspond to each
UDSnr / COS facility code. Next, RAND matched the UDSnr/ COS
and MEDPAR patients within the paired facilities.

Because of the proprietary and sensitive nature of the
UDSnr and COS patient records, certain data fields that
specifically identify the patient and the servicing | RF were
encrypted. Therefore, as in RAND s previous study (see
section | of this preanble), it was necessary to subject the
uUbDSnr, COS, and MEDPAR records to a sophisticated and

conpl ex matching probability technique. The result produces
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the nost statistically valid match of patient/facility
records and a data file that contains the characteristics of
each Medi care beneficiary and his or her servicing |IRF

Because of the conplex scope and nature of the matching
t echni que used, we have included in Appendix A of this
proposed rule a technical discussion of each step taken to
create the data file. The tables contained in Appendix A
show t he actual effects of applying the matching techni que
on both the patient and facility records.

E. Representati veness of the Data File

It is extrenely inportant to exam ne the quality of the
resulting match, including the extent to which the |inked
MEDPAR and UDSnr/ COS records are representative of the
MEDPAR uni verse. After constructing the data file described
in Appendix A, we believe that the file contains the best
avai l abl e data to construct a prospective paynent system for
all IRFs within the paranmeters of the statutory
requirenents. Qur analysis of the data file allows us to
devel op the proposed CMG patient classification and paynent
system described belowin sections IV and V of this
pr eanbl e.

F. Analyses to Support Future Adjustnents to the Paynent

System

The principal goal of the analysis described above is
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to determine the extent to which neasurabl e patient
characteristics permt classification of patients into
identifiable groups that accurately predict the use of
resources in inpatient rehabilitation facilities. The
research to date indicates that CM> are effective
predi ctors of resource use as neasured by proxies such as
| ength of stay and charges. The use of these proxies is
necessary because data that neasures actual nursing and
therapy tine spent on patient care, and other resource use
data, are not available. The scientifically structured
collection of data on patient characteristics and patient-
specific resource use nmay enhance our ability to refine the
CM> in a manner that supports our policy objectives for
i npl ementing a | RF prospective paynent system Accordingly,
we have contracted with Aspen Systens Corporation to collect
actual resource use data in a sanple of IRFs. The data
coll ected by Aspen will be submtted to RAND for analysis to
determine if it can be used to support future refinenents to

the CMGs.



